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Panel Rejects Anti-Terror Spending 

By ALAN FRAM, Associated Press Writer 

WASHINGTON (AP) - The House Appropriations Committee rejected efforts by New Yorkers and Democrats 
Wednesday to boost anti-terrorism spending by billions of dollars, handing a victory to President Bush. 

After days of heavy lobbying by the White House and House Republican leaders, the Appropriations panel voted 33- 
31 to defeat a proposal by New York lawmakers for an extra $9.7 billion to help recovery efforts in lower Manhattan 
and other communities hit by the Sept. 11 attacks. The panel's two New York Republicans, Reps. James Walsh and 
John Sweeney, were the only lawmakers to cross party lines. 

In an earlier 34-31 vote, the panel rejected an amendment by Rep. David Obey, D-Wis., that would have provided 
$7.2 billion to counter bioterrorism, the spread of weapons of mass destruction and beef up other domestic security 
programs. Walsh and Sweeney were the only defectors. 

By voice vote, the committee also defeated an amendment by Rep. John Murtha, D-Pa., that would have given the 
Pentagon and intelligence agencies an additional $6.5 billion. 

The money for all of those amendments would have gone beyond the $40 billion that Congress approved three days 
after the Sept. 11 terrorist attacks. 

Bush had said he would veto any legislation exceeding that initial $40 billion, arguing that enough money has been 
provided until lawmakers convene next year. 

But New Yorkers say when that figure was agreed to, Bush promised to provide half of it for New York and other 
areas hit by the terrorists. So far, just under $10 billion has been set aside for New York. 

"This is not a case of the profligate Congress spending money willy nilly," Walsh said. "It's a case of providing funds 
to keep this commitment." 


Only committee Chairman Bill Young, R-Fla., spoke against the New Yorkers' proposal, arguing that Bush would 
soon make good on the $20 billion promise. 

Lets go with the president today ... to keep this bill on track," said Young, who until last week had joined many 
from both parties in arguing that the $40 billion would not be enough. 



















































Democrats argued that more money is needed right now for dozens of programs aimed at buttressing domestic 
security. 

"In your heart, you know we're right," Obey, the top Democrat on the Appropriations panel, told Republicans, 
paraphrasing the 1964 campaign tag line of GOP presidential candidate Barry Goldwater. 

But Republicans backed Bush's effort to hold off on new spending until later. 

"There can only be one driver in this war," said Young. 

Most of the additional $9.7 billion the New Yorkers were seeking would have been for New York, which bore the 
brunt of the terrorist attacks. But some of the funds would be available for Virginia, Pennsylvania and New Jersey, 
where many victims of the World Trade Center destruction lived. 

Walsh was hoping that would help him win broad enough support to prevail. 

Bush controls how half the $40 billion will be spent. By voice vote, the committee approved details of how the other 
$20 billion would be spent, using it to strengthen the military, hire border patrol agents, improve the FBI's computers, 
help workers displaced by the attacks, and take other steps. Those details largely followed a proposal Bush had 
already submitted to Congress. 

After 1 lth-hour White House meetings with Vice President Dick Cheney, New York lawmakers - led by Walsh and 
Democratic Rep. Nita Lowey - said they would pursue their amendment anyway. New Yorkers say Bush promised 
them $20 billion, but has so far proposed providing only $10 billion. 

Under the amendments, even if the money for New York, domestic security and defense were to be enacted, Bush 
would have to spend it only if he wanted to. 

Across the Capitol, Senate Republicans blocked a Democratic-written economic stimulus package that included $15 
billion for domestic security programs sought by the Appropriations Committee chairman, Sen. Robert Byrd, D- 
W. Va. Democrats were unable to muster the 60 votes needed to overcome GOP procedural hurdles, effectively 
forcing negotiations on the package. 

The venue for the House fight was a $318 billion defense spending bill the committee was considering. The anti¬ 
terrorism package was attached to that bill, which could be debated by the full House later this week. 


On the Net: Senators: http://www.senate.gov/senators/index.cfm 
Representatives: http://www.house.gov/house/MemberWWW.html 
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Senate Panel OKs Stimulus Plan 

By CURT ANDERSON, AP Tax Writer 

WASHINGTON (AP) - Narrow committee approval of a $66.4 billion stimulus plan opened the first round in a bitter 
Senate battle over whether government spending or tax cuts are a better economic tonic. 

The Democratic-sponsored legislation, approved 11-10 along party lines Thursday by the Senate Finance Committee, 
is expected to reach the Senate floor next week. But, like a Republican version based on President Bush's tax relief 
proposals, it doesn't appear to have the votes to pass the full Senate. 

"Neither side can do just what we want," observed Sen. John Breaux, a moderate Democrat from Louisiana. 

Even as lawmakers from both parties talked of compromise, it remained unclear just how they will blend a $100 
billion package passed last month by the GOP-led House and the vastly different Democratic bill. 

Democrats said their measure would boost the ailing economy by spurring consumer spending and would do more for 
laid-off workers than Republican alternatives. But GOP senators called it a partisan exercise filled with unnecessary 
spending. 

"I'm left asking why we're stuck in this partisan ditch," said Sen. Charles Grassley of Iowa, senior Republican on the 
Finance Committee. 

Senate Majority Leader Tom Daschle, D-S.D., said debate would likely begin Tuesday. Democrats may attempt to 
attach $20 billion more in spending for homeland security items - extra spending that Bush says he would veto. 

Daschle told reporters that Congress could still meet Bush's deadline of Nov. 30 for final passage of a bill, despite the 
differences. But doing so could require 60 votes in the 100-member Senate to overcome blocking tactics. 

Bush has four main priorities: a repeal of the corporate alternative minimum tax; a new round of rebate checks aimed 
at lower-income workers; acceleration of income tax cuts now scheduled to take effect in 2004 and 2006, and 
enhanced expensing write-offs for business investment. 

The House bill reflects those priorities, but GOP leaders added many other Republican tax-cut priorities, such as 
capital gains tax relief, and were barely able to pass their measure. The Senate Democratic bill includes the rebate 
checks and some business tax relief but contains much more spending. 






















At a cost of $35 billion over two years, it would extend unemployment benefits by 13 weeks for all laid-off workers, 
provide them a 75 percent federal match for health insurance policies and temporarily boost federal Medicaid 
payments to states. Bush prefers a more limited unemployment benefit extension and grants to states for health 
insurance or other needs. 

To solidify Democratic votes, Baucus added numerous other provisions that Republicans say would have 
questionable economic impact. 

For New York Democratic Sens. Charles Schumer and Hillary Rodham Clinton, there is a 10-year, $5.3 billion 
package aimed at helping New York City recover from the Sept. 11 terror attacks. It includes a $4,800 wage credit - 
normally reserved for companies that hire disadvantaged people - for businesses in lower Manhattan that hire anyone. 

For Sen. Robert Torricelli, D-N.J., the bill authorizes $7 billion in bonds for Amtrak high-speed rail projects and $2 
billion in bonds for a new Hudson River crossing from New Jersey to New York. Torricelli also won approval of an 
amendment giving income and estate tax relief to victims of the Sept. 11 terror attacks and their families. 

Another last-minute change would create a one-year tax credit of between 10 percent and 20 percent for companies 
investing in rural broadband communications services, a priority of Sen. Jay Rockefeller, D-W.Va. 

For farm-state senators, the Democratic bill provides $200 million for government purchase of farm products "that 
have experienced low prices" in 2000 and 2001, including apples, asparagus, bell peppers, pears, pumpkins and 
strawberries. 

There's another $3 billion to clear a backlog of rural development projects such as wastewater plants, $3 million to 
exempt crop dusters from excise taxes, a $10 million break for citrus growers and a $25 million sugar beet disaster 
program. 

I thought this was going to be a stimulus package, instead of a pork package," Senate Minority Leader Trent Lott, 
R-Miss., said. 

Still, there is a framework for an eventual compromise. All the plans feature the $14 billion in rebate checks for 
lower-income people and those who didn't get the full $300, $500 or $600 checks the first time. All also enhance 
expensing for businesses in some form and all aid the unemployed. 
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WASHINGTON WATCH 

By Howard Gleckman 

These Tax Cut Plans Won't Do the Trick 


Note to Congress: Getting cash to consumers is only half the battle. Getting them to spend it is the hard part 

Last week I took a look at the business tax breaks that are a key element of the economic stimulus plan slowly 
working its way through Congress. My conclusion: They wouldn't do much to jump-start an economy that, more 

than anything else, needs to get consumers buying again (see BW Online, 10/30/01, "This Stimulus Plan Pushes the 
Wrong Buttons'^ . 

So what about the tax breaks targeted to individuals? Will they, as promised, put enough dough in people's pockets 
to get them back to the malls? Alas, like the business incentives, tax breaks aimed at boosting consumption may also 
turn out to be far more sizzle than steak. 

No question, tax cuts will boost consumers' income, but it’s unclear how much of that money they'll spend. A survey 
by the University of Michigan reports that less than 20% of the rebates generated by last spring's tax cut has been 

spent. Folks are either putting the rest in the bank or using it to pay off credit cards, which registers as a form of 
saving. 

WAIT TIL NEXT year. True, this summer’s checks went to relatively well-paid workers. And the rebates being 
debated now will be targeted to lower-income people who will be more likely to spend the extra cash. The House 
bill passed on Oct. 24 would give almost $14 billion to 30 million people who work but don't earn enough to pay 
income taxes. Singles would get $300 and couples $600. 

But the IRS says it can't get these tax cuts into the hands of consumers until well into next year. That means the 
money won't arrive until long after the holiday buying season and - if most economists are to be believed - not 
before the economy begins to rebound on its own. 

Then there's the GOP plan to accelerate cuts in tax rates that were included in last spring's tax bill but aren't 
scheduled to kick in until 2004 and 2006. It would take just a few weeks to change withholding tables and get the 
money into workers hands. But more than half would go to the highest-earning 1% of taxpayers — the very people 
who are most likely to save, rather than spend, the windfall. 

a holiday for taxes? Congress is also likely to boost unemployment benefits and provide new government 
subsidies to help laid-off workers keep their health insurance. Both ideas will help get a safety net under those who 
have lost jobs in recent months. But neither is likely to provide a big boost to the economy. One reason: bad timing. 
Now, laid-off workers get 26 weeks of benefits. Lawmakers want to give them 13 more weeks. But those who lost 
jobs as a result of September 11 wouldn't get extra benefits until March at the earliest. 

What else could Congress do to get people buying again? One idea that has gained currency in recent days is a 
sales-tax holiday. Under one version, states wouldn't charge sales tax for 10 days during the height of the holiday 
season. The feds would reimburse the states for the roughly $6.5 billion they would lose. 

At first glance, the idea looks great. It would produce an average 6% cut in the costs of goods — perhaps enough to 















get people back to the stores. And, of course, it's all about new consumption. But the notion has at least two big 
problems. First, it's unlikely that Congress and the states could act fast enough to make it happen by December. 

Second, a temporary sales-tax holiday will probably change only the timing of purchases, not increase overall 
spending. 

confidence is key. Think of it like this: If you know that something is going to be on sale, say, during Dec. 1-15, 
you 11 make sure to buy in that time frame. But on Dec. 16, after the rush to take advantage of the tax holiday, sales 
will plummet. And, when the smoke clears, the overall economy will be pretty much in the same place. 

Heres another idea floating around: a temporary cut in Social Security payroll taxes. It would get money into the 
hands of workers right away, and it would go to those likely to spend. But draining money from the government's 
Social Security account would generate so much confusion and controversy that, on balance, it could actually 
damage consumer confidence. 

And right now, restoring consumer confidence is the single most important step Washington can take. That's never 
easy in a slowdown, and it's especially hard when you add terrorism to the mix. Let's face it, fiscal policy has never 
been a very good tool for fine-tuning the economy. And we're getting yet another reminder of why that's so. 


Gleckman is a senior correspondent in BusinessWeek s Washington bureau. Follow his views every Tuesday in 
Washington Watch , only on BusinessWeek Online 
Edited by Douglas Harbrecht 













Better No Stimulus at All 


Thursday, November 1, 2001; Page A34 

THE PRESIDENT and Senate Republicans made a show of distancing themselves from the stimulus bill the House 
passed a couple of weeks ago. They suggested they agreed with those who found the bill excessive; their moderation 
won them praise. 

Yet now they have embraced an alternative to the House bill that is seriously worse. The moderation turns out to 
have been feigned. The new bill would confer an even larger share of its benefits on the richest people in the country - 
- not just the top half or top quarter, but the top one percent, the least in need and least likely to spend as opposed to 
saving the extra funds. That isn't stimulus. It's a large and cynical gift to a core constituency. In the short term it 
would do little economic good, and in the long term it could do considerable fiscal harm. If this bill is the serious 
choice, it would be better not to have a stimulus package. 

Administration officials say not so. "We are playing with fire if we don't pass a reasonable stimulus," the chairman of 
the Council of Economic Advisers said the other day. The not-so-subtle message to the wobblers on the Hill; Give us 
a bill such as this or we will blame you for the downturn. They are counting on fear, and on the self-styled centrists of 
both parties for whom the principal measure of success is a signing ceremony. But an agreement, in the name of 
stimulus, to anything close to what the White House is proposing would be a sellout. 

The House bill consists mainly of corporate tax cuts. One, a depreciation speedup, might have stimulative effect. The 
others do little more than use the downturn as a pretext for reducing corporate responsibilities. The most egregious is 
repeal of what little is left of the so-called alternative minimum corporate income tax, together with refunds of more 
than $20 billion in minimum taxes paid in the past. The minimum tax was designed to make sure that profitable 
companies pay a basic amount no matter how clever their tax lawyers. The president said last week that repeal would 
be good for small business, but the main beneficiaries of the refunds are anything but small: IBM, $1.4 billion; 

General Motors, $833 million; General Electric, $671 million. Like that. The House bill would also reduce the capital 
gains tax. 

But the refunds and capital gains cut were never more than throwaways, meant to be bargained away in later 
negotiations. The president and Senate Republicans have thus virtuously dropped them — in favor of a speedup to 
next year of all the income tax rate cuts in the tax bill Congress passed at the president's behest last spring. The 
House bill speeded up only some of those. By definition, none of the benefit would go to the lowest-income three- 
fourths of all filers, who either owe no tax or pay no more than the 15 percent rate, which would be unaffected. 

More than half the tax savings would go to the highest-income one percent, and well over half those savings would 
occur after 2002, when it is forecast that the economy will already have recovered. In the long run, the government 
can't afford these rate cuts; the right thing is to repeal them before they take effect. By advancing them, the 
proponents hope instead to lock them in. 

The proposal also includes a modest one-time-only "rebate" to lower-income filers. But that is little more than cover 
for what the bill is mainly about. Mitch Daniels, the president's budget director, tried to portray the combination the 
other day as a "centrist package." Not even close. It's a grab in the name of the hurting on behalf of the haves. The 
Democrats have an alternative that would expand unemployment insurance and help the unemployed maintain their 
health insurance. That's what this bill ought to do. If they can't do that, they should just go home. 


© 2001 The Washington Post Company 


PRINT WINDOW CLOSE WINDOW 



Review & Outlook 

Bush’s Capital 

Finally, a stimulus package worth fighting for. 

Thursday, November 1, 2001 12:01 a.m. 

Knock us over with a feather. Somebody in Washington has finally proposed an economic stimulus package 
that really would stimulate. Now if President Bush decides to fight for it, we might even get somewhere. 

Up to this week the stimulus debate has been a bipartisan fiasco. House Republicans wrote a bill that mainly 
padded corporate bottom lines, while Senate Democrats decided to pad their own political profit statements 
by spending ever more money. Mr. Bush has been above it all. 


The real economy has responded as if it expects no help from the Beltway. Third quarter GDP fell by 0.4%, a 
smaller dip than expected but the first decline in eight years, and the fourth quarter looks worse. Stocks are 
slumping again after a couple of good weeks. Consumer confidence has plunged in late October, perhaps a 
result of reading the daily diary of new corporate layoffs. 

Fidelity Investments announced Tuesday it is dismissing 2% of its workforce, or 760 people. CVS, the drug¬ 
store chain, said it will close 200 stores in the first quarter of 2002 amid a sharp earnings decline. All of this 
looks ominous for consumer spending, which is the one thing that has kept the economy afloat for the past 
year. 


So a genuine kick from fiscal policy would help about now. And right on 
time come Senate Republicans, or at least most of them, with the only 
proposal we've seen that has a prayer of stopping this slump. Give credit to 
Iowa's Chuck Grassley and his GOP colleagues on Senate Finance for 
putting it on the table. We even hear Treasury Secretary Paul O'Neill was in 
the room; knock us over with half a feather. 

The plan's main virtue is that it would accelerate the marginal income tax 
rate cuts that passed this summer but are now delayed until 2004 and 
2006. The Grassley plan would have them take effect this coming January 
1. Even better, the speedup would apply to rates at every level of income. 
This contrasts with the House Republican plan, which accelerated cuts only 
for the 28% rate, in a forlorn attempt to mute Democratic class-war 
criticism. 


Liberals will attack the Senate GOP bill, too, but at least if it passes it will 
help the economy. Because the rate cuts are at the margin-that is, on the next dollar of income earned- 
they raise the incentive to work and invest. We know this is true because it has worked three times before. 
The Mellon-Coolidge cuts of the 1920s, the JFK cuts of the 1960s and the Gipper's in the 1980s. A pile of 
economic studies also backs up the point. 

Which is why liberals don't stress the proposal's economics; they attack its politics. They claim it helps "the 
rich," also known as entrepreneurs, also known as the people who create jobs for other people. Many of 
these "rich" are small, so-called Subchapter S companies that pay the top individual tax rate because they 
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Bush, Putin Differ on Defense 

By SANDRA SOBJERAJ, Associated Press Writer 

CRAWFORD, Texas (AP) - After a festive barbecue, intimate breakfast and one-on-one talks in between, President 
Bush and Russian President Vladimir Putin were wrapping up their three-day summit with differences over missile 
defense an "enduring issue." 

The two presidents and their wives were visiting the high school in this one-stoplight hamlet Thursday before Putin 
and wife Lyudmila head on to New York City. 

At Crawford High, students were given the rare opportunity to question the leaders whose talks at Bush's ranch and 
earlier in Washington left unanswered questions about the fate of Bush's missile defense plans. 

Despite the snag over how those plans will proceed, White House officials said U.S.-Russia talks overall remained 
firmly on track, helped along by the wealth of personal time that the presidents shared on Bush's secluded, 1,600-acre 
spread. 

With Putin riding shotgun. Bush took the wheel of a pickup truck and chauffeured his guests around the ranch for 45 
minutes as soon as the Putins arrived Wednesday. 

Thunderstorms chased their picnic dinner into one of the protected breezeways of the Bush ranch home, where a 
country-western swing band accompanied cowboys serving guacamole, mesquite-smoked beef and pecan pie. 

Bush toasted Putin, saying, "Usually you only invite a good friend to your home and that is clearly the case here. I 
knew that President Putin was a man with whom I could work to transform the relationship between our two 
countries." 

Putin returned the compliment when he raised his own glass and noted that this was the first time he had been invited 
into a foreign leader's home. 

"It is hugely symbolic to me and my country that it's the home of the president of the United States," Putin said. 

The party was small for such a summit between nations, just 29 people total, including Secretary of State Colin 
Powell, pianist Van Cliburn and pro-golfer Ben Crenshaw. 


Thursday's breakfast was to be even more intimate: the two presidents, Laura Bush and Lyudmila Putin. 















































S that type of environment that leads to just stronger relations down the road that enable President Putin and 
President Bush to deal constructively with any other issues that come up," White House Press Secretary Ari Fleischer 
said. One of those enduring issues will be a new strategic framework between the United States and Russia." 


Bush and Putin are under pressure to reach accord on missile defense. The Pentagon is anxious to conduct tests, even 
though they would violate the current interpretation of the Anti-Ballistic Missile Treaty, and Bush has told Putin he 
will seek to scrap the pact early next year if they can't reach agreement. 


On the other hand, aides said Bush is considering visiting Russia in the first few months of 2002 - a sign, perhaps, 
that the president may be willing to wait that long to strike a deal. 


This is one stop along the road. We'll make other stops after Crawford, but each stop is built on the positive results 
of the earlier meetings," Fleischer said. 


The unusual ranch visit took place one day after Bush and Putin agreed at the White House to shrink their nations' 
strategic nuclear arsenals by two-thirds. 

If we act together, we will make the world a much safer place than today," Putin said during a stop in Houston en 
route to Crawford. 


Bush had hoped that the cuts, promised during the presidential campaign, would entice Putin to accept the U.S. 
proposal on missile defense. Under Bush's plan, the United States would remain in the 1972 ABM treaty a while 
longer if Russia agreed to allow the Pentagon to conduct tests and research barred by current readings of the pact. 

That proposal was a concession of sorts for Bush. He repeatedly has denounced the accord as a Cold War relic and 
his conservative allies want him to scrap it. 

Putin s public statements before coming to America suggested an openness to finding flexibility on the ABM issue. 

Bush promised Putin on Tuesday that Russia would be informed of the tests, but Putin asked for more. U.S. officials 
said he suggested at one time that Russia approve the tests beforehand, a concession Bush refused to make. 

Some Bush advisers played down the exchange, saying it was mentioned only briefly in the talks and was not a major 
factor. Indeed, one senior administration official said Bush and Putin seemed to reach an understanding - if not a 
formal agreement - that the United States would conduct anti-missile tests under the ABM, perhaps not long after 
Putin returns to Russia. 

Other aides, generally more pessimistic of the talks, said they knew of no such accommodation. And yet, even these 
aides said it was more likely than not that Putin and Bush would come to terms - but not necessarily here. 
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Booze 'Benders' May Hamper Brain Cell Growth 

By E. J. Mundell 


NEW YORK (Reuters Health) - Hammered, tanked, wasted: by any name, all-night drinking binges are no party for 
the brain, researchers say. 

With binge drinking, one is not only damaging their brain, but also interfering with its repair," according to Dr Kim 
Nixon of the Center for Alcohol Studies at the University of North Carolina, Chapel Hill. 

Her team's study of inebriated rats found that new cell growth in the brain's key memory center fell to below half of 
normal following extended periods of intoxication. 

The findings were presented Wednesday in San Diego, California, at the annual meeting of the Society for 
Neuroscience. 


n eir study, the North Carolina investigators gave adult male rats enough alcohol over 4 days to cause their blood- 
alcohol level to rise to 0.35%-corresponding to nearly four times the legal driving limit of 0.08% The researchers 
then injected the animals with a chemical "tag" used to track the formation of new brain cells. 

Following this chemical trail, Nixon's team compared new brain cell formation in rats unexposed to alcohol with that 
of rats that went on the 4-day binge. They focused on cell formation in the hippocampus, a part of the brain Nixon 
described as extremely important to learning and memory processes." 

t c h ® bra '" S of rats killed one da y after the binge, "we found that the number of newly-formed cells was decreased 
by 57/ 0 when compared to the no-alcohol group," she said. In animals killed one month after alcohol exposure "the 
number of newly-formed cells was decreased by 97%." 

Speaking with Reuters Health, Nixon noted that "in most aspects of structure and function, the rat and human brain 
are quite similar." And when fed relatively high doses of alcohol, rats display behaviors that resemble those seen in 
drunken humans. The study findings suggest, therefore, "that high doses of alcohol negatively affect the formation of 
new brain cells' in humans, as well, according to Nixon. 

Of course, most people do not participate in 4-day benders. But Nixon said her team has already completed research 
that suggests that just a few hours of drunkenness can trigger a significant reduction in neural cell formation, at least 
in rats. These rodents were "behaviorally impaired, staggering-some even passed out," she said. "This particular 
amount (of alcohol) is on the high end of'hammered' but could be typical of a problem drinker on a Friday night." 



































, ® n * ! mechamsm by ™ hlch exc essive drinking inhibits cell growth in the hippocampus-and, potentially other 
nsnvfnM ers '~ r ® mains unclear. Nixon suspects that alcohol may impact on the function ofN-methyl-D-aspartate 
(NMDA) receptors, found on the surface of brain cells and thought to be a key player in the generation of new cells. 

We will begin addressing the mechanism question within the next few months," she said. 
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